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1.1 Background to the Problem
In the 21st Century contract management in the procurement process within enterprises has become more important and more complex.  This change has been contributed by the increased business to business transactions and the need to lower supplier risk due to potential corporate litigation and penalties from breaching business regulations (Limberakis, 2011). More attention in procurement contracts is now paid in identifying factors associated with each procurement, analysing the probability of the risk occurring and considering the potential impacts (Chartered Institute of Procurement and Supply, 2014). Following the changes that have occurred in the business environment, procurement contracts are vulnerable to risks including poor performance, non-completion of works; under-delivery and lack of acceptance of goods; delay in delivery and insufficient quality products; and/or inability to meeting targeted procurement costs (Directorate General for Research, 2010). 
Despite the procurement contracts risks awareness and business environmental demands for organisations to mitigating procurement contract risks there are empirical evidence that procurement contracts have partially or not executed as planned. For instance, the United States of America (USA) companies suffer significantly from economic losses resulting from failure in procurement contracts management which lower stocks returns by 33% to 40% relative to their benchmarks, 13.5% increase in share price volatility, 10.7% drop in operating income, 7% decrease in sales growth, and 11% increase in costs (Hendricks & Singhal, 2005). Also in Tanzania there are evidences that procurement contract risks have not been mitigated. For instance, the audit by Public Procurement Regulatory Authority (PPRA) for the year 2011/2012 revealed that out of 137 public procurement contracts, 74 contracts equivalent to 54% performed poorly due to lack of proper assessment of the risks before commencement of the works (Public Procurement Regulatory Authority, 2012). Likewise, the overall road network condition assessment  at the end of the fourth quarter in June, 2011 indicates that 27% were good, 63% fair and 10% were poor (Tanzania National Roads Agency, 2011). 

In addition, an assessment of delays in execution of procurement projects made by the office of the Controller and Auditor General (CAG Audit) to public procuring entities in Tanzania in the year 2010 indicates a discrepancy of 43% time that exceeds the original set time. Due to the extended processing time, the suppliers, service providers, contractors and consultants spent more time than expected to execute the projects. It has been calculated that the discrepancy resulted to additional costs close to Tshs. 5 billion per annum (National Audit Office, 2010). The consequences of poor procurement contract risk management are delays, increasing costs, and poor quality of the procured goods, services or works (Tomas, 2005). Delayed completion of the contracts implies different kinds of material losses and delayed benefits for the society. The Government is losing the opportunity of having new services like roads which would be able to reduce accidents, traffic delays as well                                                                                                             as vehicle wear and tear (National Audit Office, 2010). The Nelson Mandela African Institute of Science and Technology is one of the public procuring entities in Tanzania which has faced the adverse of insufficient procurement contract management. The Nelson Mandela African Institute of Science and Technology Procurement Contract Register of the year 2013/14 indicates the risks associated with procurement contract such as completion delays, poor quality, cost increase and payment made for services not delivered which was evidenced from consultancy and non-consultancy contracts. The contract for Strategic Plan was delayed for 7 months, Topographical Survey for 4 months and Business Plan for 5 months (NM-AIST Contract Register, 2014). The risk of poor quality was evidenced from cleaning services whereby deviation of 40% from the service level agreed in the contract was found (Contract Performance Evaluation Report, 2013). For the contract of security guards, the Performance Evaluation Report indicated that 17 security guards were missing contrary to the contract agreement i.e. the contract indicated a deployment of 34 security guards per day but only 17 were attending. The resultant effect of completion delays is that the NM-AIST  has incurred extra cost of Tshs. 30,000,000.00 (as indicated in the contract register), and Tshs. 48,000,000.00 paid for six months for the year 2012/13 for security guards who were not attending the job (Contract Performance Evaluation Report, 2013).

Possible contributing factors to poor procurement contract risks management at NM-AIST include lack of knowledge of managing the procurement contract risks; few staff in the procurement management unit who were only 3 instead of 7 as per requirement of PPRA; and lack of top management support (Contract Performance Evaluation Report, 2013). The Government of Tanzania has taken measures to oversee procurement contracts management function including establishment of organs such as Public Procurement Regulatory Authority (PPRA) in 2002 to regulate procurement proceedings and ensure value for money procurement; and establishment of Government Procurement Services Agency (GPSA) in 2007 to ensure availability of adequate and quality services to the Government. Also, the management of NM-AIST tried to solve the problem by constituting a Contract Performance Evaluation Report Team that will be responsible for managing performance of procurement contracts on 2nd March, 2013. According to minutes of the Institution’s Management meeting held on 6th March, 2013, a team of six people was appointed by the Vice Chancellor and approved to oversee performance of procurement contracts (NM-AIST Minutes of the Secretary to Council, 2013). Despite the measures taken by the Government and NM-AIST management, the procurement contracts risks are still prevailing such as procurement contracts completion delays and poor quality delivery of goods and services as indicated in the Institution’s Contracts Register. Yet, the factors for persistence of procurement contract risks are not established.
1.2	Statement of the Problem 
 Increases in procurement contract volumes and complexity have resulted in an increasing recognition and benefits of effective procurement contracts risks management (Chartered Institute of Procurement and Supply, 2014). Poor contract performance is largely a result of poor procurement contract risk management leading to the projects not being completed on time, on budget, or at all; the project not operating at its full capacity; and poor quality of the work performed (Herman & Risser, 2009). In Tanzania, Controller and Auditor General (CAG) through audit report proves that poor procurement contract risk management is high. In the report on the assessment of delays in road constructions made to Tanzania Roads Agency (TANROADS) indicates a discrepancy of 43% time that exceeds the original set time. The discrepancy results to additional costs close to Tshs. 5 billion (National Audit Office, 2010). At the Nelson Mandela African Institute of Science and Technology, the risk of projects completion delays, poor quality, cost increase and payment made for service not delivered was evidenced to exist in the financial years 2011/12 and 2012/13 and resulted to a cost amounting to Tshs. 78 million above the budget (Contract Performance Evaluation Report, 2013). The possible contributing factors to poor procurement contract risks management at NM-AIST that has been revealed include lack of knowledge of managing the risk; few staff in the procurement management unit who were only 3 instead of 7 as per requirement of PPRA; and lack of top management support. The management of NM-AIST tried to solve the problem by forming a Contract Performance Evaluation Report Team that will be responsible for managing performance of procurement contracts (Minutes of the Institution’s Management of March, 2013). Despite the efforts made, procurement contracts risks are still noted at NM-AIST. Therefore, knowledge of how to manage procurement contracts risks that could possibly address performance problems of public procurement contracts in Tanzania is required. Thus, data and information is required to provide an answer to the question as to what factors are causing procurement contracts risks and how should they be managed. 
    
1.3	Research Objectives
1.3.1	General Objective
The main objective of the study is to identify factors causing procurement contracts risks, case of NM - AIST.   
1.3.2	Specific Objectives
i)	To determine existing procurement contracts risks at NM – AIST  
ii)	To identify factors causing procurement contract risks management at NM - AIST
iii)	To identify the challenges faced by NM – AIST in managing these risks
iv)	To establish management strategies on effective management of procurement contracts risks
1.4	Research Questions
i)	What are the existing procurement contracts risks at NM – AIST?
ii)	What are the factors causing procurement contracts risks management 	at NM –AIST?
iii)	What are the challenges faced by NM – AIST in managing procurement contracts risks?
iv)	What management strategies to be established for effective management of procurement contract risks?

1.5   Significance of the Study
i)	To the Nelson Mandela African Institute of Science and Technology
The research is of significance to the Institution because it has identified the factors causing procurement contracts risks such as lack of knowledgeable people in risk management, lack of Institutional top management support, lack of risk management policy, and lack of enough staff in procurement management unit (only 3 staff were found) contrary to the requirement of 7 staff as recommended by PPRA due to the volume of procurements per year.  

ii)	To the Scholars
The research serves as a guide and future reference for students and other interested researchers who intend to undertake research on similar topic.
 1.6	Limitations to the Study
The researcher planned to interview 30 respondents but only 20 were interviewed, the missing 10 were busy with their duties; however the questionnaires were distributed to those who failed to attend the interview and properly filled and returned, therefore their views were captured.
  1.7       Organization of the Study

















Procurement is the act of obtaining or buying goods and services. The process includes preparation and processing of a demand as well as the end receipt and approval of payment (Chartered Institute of Procurement and Supply, 2014). It often involves: (1) Purchase Planning (2) Standard Determination (3) Specification Development (4) Supplier Research and Selection (5) Value Analysis (6) Financing (7) Price Negotiation (8) Making the Purchase (9) Supply contract administration (10) Inventory Control and Stores, and (11) Disposal and other related functions (Chartered Institute of Procurement and Supply, 2014).  This definition was adopted in this study as it accommodate activities which are expected to be implemented in the procurement contract and are exposed to risks.

2.1.2 	Procurement Contract		
A Procurement Contract is an agreement in which a buyer agrees to acquire goods or services from a seller in exchange for consideration (Anderson & Terp, Perspective on Strategic Risk Management, 2006). Most of these contracts are written agreements that specify each party’s obligations in relation to the transaction. Generally, one includes business provisions, detailed price lists, payment information, and other legal terms and conditions applicable to the transaction (Anderson & Terp, 2006). This concept provides the basis for defining procuring entity (NM-AIST) versus sellers obligation and rights in the procurement contracts management under the study.
2.1.3 	Risk
Risk is a function of the likelihood of something happening and the degree of losing which arises from a situation or activity. Losses can be direct or indirect. For example, an earthquake can cause the direct loss of buildings. Indirect losses include lost reputation, lost customer confidence, and increased operational costs during recovery. The chance of something happening will impact the achievement of objectives (Partnerships British Columbia, 2006). 

Risk can be classified into systematic and unsystematic risk (Al-Tamani & Al-Mazrooei, 2007). Systematic risk refers to a risk inherent to the entire system or entire market. It is sometimes called market risk, systematic risk or un-diversification risk that cannot be avoided through diversification. Whereas, unsystematic risk is associated with individual assets and hence can be avoided through diversification. It is also known as specific risk, residual risk or diversifiable risk (Al-Tamani & Al-Mazrooei, 2007). The procurement contract risks of the concern in this study are indirect risks and basically those falling in the unsystematic risk as they may be controlled and reduces by the procuring entity (NM-AIST).

2.1.4	Risk Management
Risk Management is a process that seeks to eliminate, reduce and control risks, enhance benefits, and avoid detriments from speculative exposures. The objective of risk management is to maximize the potential of success and minimize the probability of future losses. Risk that becomes problematic can negatively affect cost, quality and systematic performance (Anderson & Terp, 2006). Risk Management is the process to manage the potential risks by identifying, analyzing and addressing them. The process can help to mitigate the likelihood of risk occurring and the negative impact when it happens (Partnerships British Columbia, 2006). This definition was adopted in this study to identify management efforts to be considered as procurement contracts risks management.

2.2       Critical Review of Supporting Theories
2.2.1 	Types of Public Procurement Risks
 Anderson & Terp (2006), on Procurement Risks facing Denmark Procuring Entities, using descriptive research design concluded that, in Denmark the main risks in public procurement are: failure on completion of the projects on time by 60%, failure to meet the budget by 44% and failure to meet the required quality by 30%. Other risks identified were inflation, interest rate, and foreign currency fluctuation; and changes in law and government policy regarding the project. The study recommended for the procuring entities to train its contract management committees on the sources of procurement contracts risks and the means of managing the risks.

In local governments’ procurement in African Least Developed Countries, any kind of purchase involves the procuring entity taking a procurement risk (UN Capital Development Fund, 2013). The types of risks taken by the procuring entity include: the item purchased is not the best value for money that could be obtained elsewhere in the market; the seller, contractor, consultant provides goods, works, services that do not meet the agreed specification and quality; or the agreement between the buyer and seller is not clear so that the buyer receives goods or services that do not match the needs (UN Capital Development Fund, 2013). Kent (2013) identified four types of procurement contract risks which are: Technological Risks, Organizational and Societal Risks, Financial Risks, and Turbulence Risks. Technological risks lead to non-completion of procurement contracts, poor performance of the procured services or products for reasons that lie in the technical operation of that service or product (Kent, 2013). Procuring entities would aim at incorporating latest technologies of preventing procurement contract risks such as late delivery, sub-standard, costly delivery or even non-delivery (Halliday, Badenhorst, & Solms, 1996). Wanjiru (2013) indicated that Organizational Risks cause failure to procurement contracts for reasons situated within the procuring entity. On the other hand Societal Risks lead to unsuccessful performance of the procurement contract and hence lack of acceptance of the procured product, and uptake by the users of the new or changed service delivered within the society (Wanjiru, 2013).

Kiage (2013) further recognizes that there are clear Financial Risks associated with procurement contracts such as non-delivery of the products, cost of non-completion, and cost overrun and cost of non-provision or poor provision of the public service. Therefore Financial Risks in public procurement relates to uncertainty in meeting target costs and the ability to secure funds needed (Miller, 2013). Turbulence Risks as pointed out by Singhal (2005) are mainly associated with large procurement contracts. Wilson (2008) indicated that, Turbulence Risks emerge from a range of unforeseen events that lead actors in the whole procurement contract re-assess their priorities, to change their expectations, which may lead to further dysfunctional reactions, but often are a result of the interplay of various actions and actors within the procurement project. Other common procurement related risks as indicated by the Performance Audit Report in the public procurement sector are: poor needs assessment; procurement done out of the approved Annual Procurement Plan; suppliers not delivering at the right quality; supplier failure to deliver in time; and the suppliers being paid and fail to deliver the goods (Tanzania National Audit Office, 2013). The Performance Audit Report indicated that due to poor assessment of procurement contract risks for the financial year 2009/2010, ten (10) Ministries, Departments and Agencies (MDAs) audited were found with the loss of Tshs.50.7 billion for procurements which were not in the Annual Procurement Plan. The report further indicated that Tshs.13.9 billion paid in advance to suppliers, but the goods were not delivered.

2.2.2    Causes of Public Procurement Risks
Elegbe (2013) analyzed the Nigerian Public Procurement Act of 2007 against international best practice, using descriptive research design concluded that the main cause of public procurement risks in Nigeria is the presence of differences in levels of understanding of the procurement risk management function between procurement officials in high profile and low profile ministries, with high profile ministries possessing staff with a higher degree of understanding. In addition, there are vast differences in the resources made available to staff to carry out the procurement risk management function depending on the ministry concerned i.e. the amount given to the Ministry of Foreign Affairs was USD 625,000 while the amount given to the Ministry of Transport was USD 200,000 for managing procurement risks in the year 2012.This lack of capacity affects in many cases the ability of the procuring entity to properly follow the procurement rules and thus fail to obtain the required outcome. The involvement of politicians in the procurement process is a serious problem, which needs to be given urgent attention to prevent the public procurement system. At present high-ranking politicians are able to influence the outcome of the procurement process by putting undue pressure on civil servants who feel unable to refuse to bend to this pressure; for instance the Honorable Minister of Defence (Nigeria) pressurized the procurement worth Naira (₦) 39,651,360 through personal advances while the law requires to be handled by signed contracts (Nigerian National Audit Office, 2007). This means that in practice the procurement process is manipulated at the instance of the interested politicians which ultimately lead to several uncompleted projects in which contractors were paid up – front and absconded with public funds or completed at prices higher in excess of the original contract price (Nigerian National Audit Office, 2007).

 Ambe and Weiss (2012) on their study titled “Procurement Challenges in the South African Public Sector” using descriptive survey identified that ethics and conflict of interest are greatly affecting the procurement contracts implementation. The study further identified that the tendering processes failed to acquire competent contractors in South Africa by 30% due to unethical proceedings and conflict of interest among the officers concerned. Oluka & Basheka (2010 ) in their study titled “Determinants and Constraints to effective procurement contract management in Uganda”, identified that the major determinants and constraints to effective procurement contract management in Uganda were found to include structures and processes while the major constraints were lack of political will to monitor constraint; and lack of capacity in contract management and monitoring of stake holders, for instance 21% of construction projects failed in the year 2009 were caused by lack of capacity in contract management. Procuring entities are used to overlook the risk management part and hence inadequate funds are allocated. According to the study by Kiage (2013) on factors affecting procurement performance in Kenya, it indicated that the Government had set only 13% of the requirement for procurement risk management leaving a deficit of 87%.  Mshana (2007) in his study titled “An assessment of effectiveness of procurement contracts management in Ngorongoro Conservation Area” argued that poor management of procurement contracts is the main cause of losses in public enterprises and post award activities have to be closely monitored and controlled to enhance procurement contract management as it detected a lot of problems with the contractors on carrying out various works which were identified by the consultant and rectified by the contractor.

2.2.3 	Challenges towards Public Procurement Risk Management
Some progress has been made in inspiring the role of risk management function, but managers in many organizations continue to find it hard to build strong and open relationships with colleagues from other lines of the business. Poor communication among departments as one of the barrier to effective risk management, while the relationship between departments and risk management function is cited as the most that needs improvement (Partnerships British Columbia, 2006). The study on the role of strategic procurement on an organization’s performance by Wanjiru (2013) concluded that the noticeable challenges in public procuring entities which hamper full implementation of the provision of strategic procurement risk management include: lack of clear communication; lack of support by the top management; lack of proper policies; and less training forums.
2.2.4    Critical Success Factors for Effective Procurement Risk Management
Critical Success Factors means the limited number of areas in which results, if they are satisfactory, will ensure competitive performance of the organization (Rochart, 1979). According to Partnership British Columbia (2006) there are six Critical Success Factors for effective procurement contract risk management which are: Commitment and Support from the Top Management, Communication, Training, Information Technology, Trust, and Organizational Structure. Ifnedo (2008) investigated the impact of contingency factors that influences procurement contract risks. The factors investigated were top management support, business vision, and external expertise. The results show that top management support influences the success level of procurement contract risks management. Young and Jordan (2008) suggest that the essence of top management support relates to effective decision making to manage procurement contract risks. A crucial part of successful project is top management support, the benefit of which is related to improving decision making in order to manage procurement contract risks (ibid).

Communication is another factor that plays an important role in procurement contract risk mitigation (Grabowski & Roberts, 1999). Communication provides opportunities for clarification for making sense of the organization’s progress and for members to discuss how to improve the organization and the impact of using different risk mitigation strategies (ibid). Carey (2001) further indicated that the ability to respond to changing conditions in an organization’s procurement function relates to a range of activities including the development of procurement contract risks training courses and the involvement of staff in responding to early warning systems. A procurement contract risk manager should set up training sessions through the directorate manager for members of staff and through the procurement contract risk management (Symons, 1995). On the other hand, Anderson & Terp (2006) suggested using of Information Technology to drive effective procurement contract risk management. The authers further indicate Information Technology can create an important link between procurement contract risk management and corporate performance. The effective procurement contract risk management information makes more valuable for decision making. Therefore Information Technology is another imperative for successful procurement contract risk management (Kiage, 2013). According to McAllister (1995) procurement contract risk management needs co-operation and team work which ultimately encourage success to the management of procurement contract risks. 

Trust among an organization’s members is an important prerequisite to changing those related alliances, thus mitigating procurement contract risks as organizations are unwilling to adopt alliances-like organizational structures that make them vulnerable to the fluctuation of the environment (Kiage, 2013). Stank, Daugherty, & Gustin (1994) believe that organizational structure involves an organization’s internal relationship, authority and communication. Structure is comprised of formal lines of authority and communication and the information as well as data flow along these lines.

2.3	  Theories of the Study
In this study two theories and two models were used to determine the factors causing procurement contract risks at the Nelson Mandela Institute of Science and Technology. The theories used are: Contingency theory and Decision theory while the models involved are Basic Project Risk Model, and Integrated Risk Management Model.

2.3.1 Contingency Theory
The Contingency theory was developed by Goldhaber (1993). The theory holds that “if one phenomenon exists, then a conclusion can be drawn about another phenomenon”. The essence of this theory is that the best practices depend on how to deal with contingencies (unforeseen events) of the situation. Contingency theory is applied in identifying and measuring the condition under which things will likely to occur in the system. The basic assumption of the theory is that communication is inevitable in identifying and reducing unforeseen events or risks. Therefore differences in communication effectiveness are a function both of type of organization and composition of the work force. In order to combat the risks, communication must be maintained. 
	
The applicability of contingency theory in procurement contract risks management is that, the procurement risk management strategy depends on different variables. Contingency theory provides variables which are likely to affect the performance of the strategy. Purpose of the system in organization is considered to be the main driver and other variables are people (managers), technology, tasks and structure. In this study contingency theory was used to identify and measure the variables at the Nelson Mandela Institute of Science and Technology upon which the procurement contract risks management depend and address the factors causing procurement contract risks and the best way of managing them. Communication (which is the basic assumption of the theory) among the departments at NM-AIST was tested whether it is effective in identifying the procurement contract risks and 92% of the respondents supported for enhancement of communication and good working relationship among the units.
2.3.2 The Decision Theory
The decision theory was developed by Lehmani (1998) and it holds that “decisions are made in the presence of options”. It is part of probability that is concerned with calculating the consequences of uncertain decisions. This theory can be applied to state the objectivity of a choice and optimize decisions. The assumptions of the theory are that, “in every business there are constraints or limiting factors”; and “the entity has various options from which it chooses a course of action to reduce or remove the constraint”.

The applicability of decision theory in this study was to identify the procurement contract risks at the NM-AIST and possible ways of reducing; basing on its assumption that the constraints or challenges identified which hamper the process of procurement contract risks management were lack of the risk management policy, lack of training forums in risk management, inadequate knowledgeable personnel in risk management (only 3 who had a basic knowledge), and lack of top management support. It further suggested options to deal with the mentioned challenges and these were provision of good working relationship, provision of risk management policy, and setting of training programs in risk management. 

2.3.3 Basic Project Risk Model

















Figure 2.1: Basic Project Risk Model

Source: Ward and Chapman (1991) 


The researcher employed the steps analyzed in Figure 2.1 to recommend how the NM-AIST can analyze its procurement contract risks and ultimately reduce or control proactively. The researcher used this model to first identify the prevailing procurement risks at the Institute and these were: delivering of poor quality goods, late completion of contracts awarded and unexpected cost increase for contracts awarded. It further guided the researcher to identify the risk sources and hence possible options that should be employed to reduce the risks. 


2.3.4 	Integrated Risk Management Model
This model was developed by Zhou (2005) and it involves the establishment of risk management cullture and risks-resisted mechanism. It proposes the devices for detecting project risks as well as project avoiding project risk avoiding method. The researcher used this model to advice the management of NM-AIST to deal with procurement contract risks and indicate the factors which are causing the risks. In analyzing the risk, this model employs nine steps which are: (1) identifying issues and setting the context (2) assess key risk areas (3) measure likelihood and impact (4) rank risks (5) set desired results (6) develop options (7) select a strategy (8) implement the strategy (9) monitor, evaluate and adjust. This model follows life-cycle logic where each phase of a project may be scrutinized according to the steps specified in the model as indicated in Figure 2.2.




































2.4	Empirical Analysis of Relevant Studies
2.4.1    General Studies
 Kakwezi ( 2012) reveals that procurement contract risk management spans through all levels of the procurement process. At the initial stages of planning, contract management can be split down into service delivery management, relationship, and contract administration. The study further insists that proper contract management is key to improving procurement performance in public entities and recommends the need for commitment, trust of suppliers or contractors and maintaining relationships with suppliers or contractors who are honest and trustful, and suppliers of high level of integrity in contract management. This study failed to indicate the public procurement contract risks and their sources.

Chapman & Ward ( 2004) indicated that procuring entities have traditionally under-estimated the effect of procurement contract risks in their business operations. The study concludes that the economic downturn in 1990s was contributed by 40% of the supply chain risks which were not analyzed. It recommended that the Government should take initiative by providing necessary trainings to its officials in dealing with procurement risks and also to have a national procurement contract risks management policy that will be used by all public procuring entities.  

Another study by (Chartered Institute of Procurement and Supply, 2014) on the best practice of managing procurement contract risks, recommended that an important step in managing procurement contract risks is to ensure the situation is monitored and corrective action is taken where appropriate. The study further reveals that one method of risk monitoring could be via a “risk management plan” – an action plan that outlines how the identified risk management plan can take any form as long as it describes what is going to be done, who is going to do it and when. It adds that, all work sites should monitor risks and the effectiveness of treatments on a regular basis.
2.4.2 Studies done in African Countries 
Tomas (2010) with the study titled “strategic procurement risk management in Uganda” came up with the argument that the public procurement risks are a result of lacking competent government officials who can deal the risks. Tomas (2010) argue that private sector is doing well because it offers good packages to employees compared to the Government and therefore all competent people rush to the private sectors where they are motivated in performing their duties. It emphasized that the salary offered by 10 private companies studied exceeds the public sector salary for the officers of the same positions and same level of education. 

According to Tomas (2010) the minimum wage for public sector in Uganda is 65,000 Ugandan shillings; while for the minimum wage for the 10 private companies studied is 500,000 Ugandan shillings. Tomas (2010) further recommended for the Government to motivate its employees by offering competitive salaries (i.e. to raise its minimum wage to 650,000 Ugandan Shillings) and other incentive packages such as housing, transport and extra duty allowances as well covering medical expenses,  which will raise their motivation to supervise and manage procurement projects properly. The study by Tomas (2010) indicated that, lacking of competent personnel is the main cause of public procurement contract risks however; failed to indicate the risks facing the procurement contracts management. Awodele (2009) with the research titled “understanding and managing risks – necessary conditions for sustainability publicly financed market projects in Nigeria” argues that although the intent of providing an ultra-modern market has been met, the project’s performance from the view point of time, cost, and quality is poor by 54%. The reasons for poor performance given by the respondents are: (i) Cultural heritage of the people was not given adequate consideration when planning the market (ii) The economic status of the target customers was not considered.

2.4.3 Empirical Studies done in Tanzania
Kerenge (2007) in his study on assessment of factors contributing to poor procurement contract risks management the case of TANESCO, recommended that, the public procuring entities should effectively administer and keep its records for contract management, monitoring indicators in each contracts, prepare procurement contract plans, capacity building for contract management team and start using ICT in assisting to manage its contracts. This study failed to indicate the risks of poor performance for procurement contracts, causes and challenges towards procurement contract risks management. 

The risk management process is dynamic and ongoing and must therefore involve periodic review of risks and the consequent adjustments of the control responses and that the procuring entities should have at least one risk management committee comprising of external auditors. This committee should work to obtain information regarding specific incidences of risks and mitigate their impact on shareholders (Stephen, 2009). Mtambo (2009) in his findings said that, there are miscommunications, no clear and defined demarcations between procurement of contracts of goods, works, services and consultants. Therefore he recommended that there should be contract planning before implanting any project or executing service provided at the organization. The players have to identify the risks involved and stages of contract, also they may formulate or propose solutions which will be taken in case of any risk involved in the contracts. Mlinga ( 2008) in his study on ethics in management of public procurement contracts recommended that, the conditions of the contracts should provide details on how the goods will be inspected; and provides clauses of rejection of the supplied goods in case they fall short of the requirements. The study has identified cases of contract mismanagement such as:-

(i)	Failure of the PE to appoint a competent goods inspection and acceptance committee. This leads to delivery of substandard or expired goods.
(ii)	Failure to link the delivered goods with the intended specifications of the product due to non involvement of the users during specification stage.
(iii)	In many cases there is delay in the delivery of goods to public procuring entities. From a sample of 20 public procuring entities, there is a delay of up to 60 days for common use items and up to 5 months for specialized items.
(iv)	Delayed payments by the PE’s for 6 to 10 months, the result of which is to reduce quality and distortion of the procuring entity image to suppliers.
(v)	Failure of the PE’s to follow on the warrant conditions. It is therefore important that during the pre-contract stage efforts should be made to understand each term of the contract and its importance to the implementation of the contract.
2.5      Research Gap 
In this study researcher reviewed studies undertaken by Anderson and Terp (2006), United Nations Capital Development Fund (2013), The Tanzania National Audit (2013), Chapman and Ward (2004), Tomas (2010) and Kerenge (2007) and identified various aspects concerned with procurement contracts risks as follows: Anderson and Terp (2006) identified public procurement contracts risks such as failure on completion of projects on time by 60%, failure to meet the budget by 44%, and failure to meet the required quality by 30%. This study however failed to identify the factors leading to these risks. United Nations Capital Development Fund (2013) identified the risks faced by procuring entities such as delivery of goods which do not conform to specification and quality; and delivery of the goods which are not of the best “value for money”. The study failed to indicate the causes of the mentioned risks. The Tanzania National Audit (2013) through its performance audit for public procuring entities indicated the risks facing procurement such as poor needs assessment and failure to deliver on time. This audit report did not identify the factors causing the mentioned procurement risks. Chapman and Ward (2004) argued that the Government should take initiative by providing procurement trainings to its officials who are dealing with procurement contracts management. Chapman and Ward (2004) however did not point out the factors causing the procurement contract risks.

Tomas (2010) recommended that the Government has to motivate its employees by offering incentives and attractive packages so as to supervise and manage the procurement projects properly. Tomas (2010) has not indicated the risks associated with public procurement contracts. Kerenge (2007) concluded that the public procuring entities should effectively administer and keep its records for contract risk management and use Information Communication Technology in management of procurement contract risks. The study has advised on the way to reduce the procurement contract risks but failed to indicate the factors leading to these risks.   Anderson and Terp (2006), Chapman and Ward (2004), United Nations Capital Development Fund (2013), Tanzania National Audit (2013), Tomas (2010), and Kerenge (2007) concentrated their studies on the types of procurement contract risks such as late completion of procurement projects, poor quality of delivered goods and services, and failure to meet the budget. This study the bridged the gap by researching the factors causing procurement contract risks in public procuring entities a case study of NM-AIST. The factors identified by the study are: delayed payment to suppliers or contractors for 6 to 10 months, lack of top management support, and non-involvement users in the procurement process, lack of integrity in procurement proceedings, and less resource allocation of resource allocation to risk management.   
2.6     Conceptual Framework
Commitment and Support from top management, Communication, Training, Buyer-Supplier relationship and Risk Management Policy are independent variables while procurement contract risks and value for money procurement are dependent variables (Figure 3). 
2.6.1	Independent Variables
a)	Commitment and Support from the top Management
The essence of top management support relates to effective decision making to manage risk and to authorize business process change (Young & Jordan, 2008). A crucial part of a successful project is top management support, the benefit of which is related to improving decision making in order to mange risks. If there is no commitment and support from the top management, the procurement projects will poorly perform. The researcher tested the existence of this variable at NM-AIST and 18% of the respondents argued that there was no full support of the top management to procurement contract risks management. However, the researcher was informed by the management that a budget of Tshs. 50,000,000 is allocated for procurement contracts risk management as per requirement of PPRA. Also the management will send staff for procurement risk management training.
b)  Communication
Communication plays an important role in risk mitigation. It provides opportunities for clarification, for making sense of the organization’s progress, and for members to discuss how to improve the organizations and the impact of using different risk mitigation strategies (Grabowski & Roberts, 1999). Communication and consultation aim to identify who should be involved in the assessment of risk including identification, analysis and evaluation and who will be involved in the treatment, monitoring and reviewing risk (Miller, 2013). The absence of communication will therefore lead to procurement contract risks. At NM-AIST communication among departments is good, however the respondents advised for more emphasis to be put by the management on relationship and communication for immediate identification and solving of procurement risks for the units responsible. 

c)  Training
Effective risk management becomes part of good business practice and includes training staff in procurement risk management appropriately. The main reason for an education and training program is not only to ensure that members are comfortable with the system, but also increase their expertise and knowledge (Symons, 1995). The absence of procurement risk management forums in an organization lead to procurement contract risks. At NM-AIST no risk management trainings have been conducted and therefore the personnel responsible for procurement contract risks management do not have knowledge of managing the risks.
d)  Buyer – Supplier Relationship
Risk management needs co-operation among both parties i.e. the client and contractor, buyer and supplier (McAllister, 1995). The procurement contract risks will therefore be mitigated by co-operation among both parties; and the absence of co-operation between both parties will result into procurement contract risks. The researcher advised the NM-AIST Management to have a culture of maintaining long-term relationships especially for common use items which do not require tendering processes. 

e)	Risk Management Policy
The absence of risk management policy leads to difficulties in risk management (Wanjiru, 2013). The aim of the policy is not to have risk eliminated completely from the organization activities, but rather to ensure that every effort is made by the organization to manage risk appropriately to maximize potential opportunities and minimize adverse effects of risk. The NM-AIST has no a risk management policy in place and therefore has no laid down procedures of dealing with procurement contract risks. The study has recommended for the Institute to prepare the policy for better management of the risks.
 2.6.2	Dependent Variables


































3.1	Description of the Study Area
This study was conducted at the Nelson Mandela African Institute of Science and Technology. The NM – AIST is one in a network of four Pan – African Institutes of Science and Technology located across the continent. These four Institutes which are the proud of brainchild of Nelson Mandela envision to train and develop the next generation of African scientists and engineers with a view to imparting profoundly on the continent’s development through the application of science, engineering and technology.

The Nelson Mandela African Institute of Science and Technology is located in Arusha Region, at Arumeru District. The start-up Tengeru campus of NM-AIST, in Tengeru area, is at the former Centre for Agricultural Mechanisation and Rural Technology (CAMARTEC) premises, 16 km East of Arusha City centre along old Moshi – Arusha Road (currently Nelson Mandela Road). Arumeru District where the Nelson Mandela African Institute of Science and Technology found lies between Longitudes 36.50  to 37.50 East and Latitudes 3.50 to 3.60 South of Equator. The main campus is being developed in a sprawling 3,285 acres of land at Karangai, 20km south of the Tengeru campus. The researcher has chosen this Institution as a case study because it is one of the public procuring entities receiving funds from the Government and therefore uses the same procurement procedures guided by the Public Procurement Act No.7 of 2011; the problem under study exists and no research done to solve the problem; and the place is reachable by means of road transport. 
3.2	Research Design 
In identifying the factors causing procurement contract risks at the Nelson Mandela African Institute of Science and Technology, the researcher employed case study research design. As supported by Kothari (2004) this method is an ideal methodology when a holistic and in-depth investigation is needed. The researcher used this design so as to undertake an in-depth investigation of the factors causing procurement contract risks in public procuring in entities and NM-AIST was the selected case. Also the researcher used this design as it tends to be selective, focusing on one issue that is fundamental to understanding the system being examined (Krishnaswami & Ranganatham, 2007).  This research focused on one issue which is to identify the factors causing procurement contract risks at NM-AIST. Further, Case study research design was considered the most appropriate approach to employ because it provides a systematic way to collect data, analyze and report results; thus understand a particular problem or situation in great depth. More specifically, it provides a variety of participant perspectives, and uses data collection techniques such as interview, questionnaires and documentary review which the researcher employed in collection of data.  

3.3	Sampling Design and Procedures
3. 3.1	Sampling Techniques
For the purpose of this study purposive sampling was selected. This form of sampling is often used when working with very small samples such as in case study research and when the researcher wish to select cases that are particularly informative (Kothari, 2004). The researcher used this method due to the fact that, not all people were in a position of providing reliable data in this study; rather only those involved in procurement proceedings. Therefore, the researcher selected a sample based on one’s responsibility, experience as well as qualification and ability to answer the respective questions. For instance, the researcher has selected 100% sample from PMU due to the fact that, they are in position of providing accurate data than others because they are involved in managing procurement contracts.

3. 3.2	Sample Size and Sampling Frame
The population in this study comprised the employees of the Nelson Mandela African Institute of Science and Technology which has a population of one hundred and thirty five (135) employees. These employees are distributed in 17 Departments. However from the departments basing on the experience and nature of work performed by employees at NM-AIST only fifty (50) individuals were considered reliable to provide information relating to procurement contracts risks.






Table 3.1: Sample Size and Sampling Frame













School of Life Sciences	20	3
School of Water Engineering	17	3




Source: The researcher findings (2014)

3.4	Types and Sources of Data
3.4.1	Primary Data 
Primary data are original data from which the researcher directly collects data that have not been previously collected (Krishnaswami & Ranganatham, 2007). Also Kothari (2004) defined primary data as those data which are collected afresh and for the first time, and thus happen to be original in character. The researcher collected 21(twenty one) primary data through questionnaires distributed to 41 (forty one) respondents as well as interviews conducted to top management staff and heads of user departments (Appendix 1).
3.4.2  	Secondary Data 
Secondary data are data which have been collected and compiled for another purpose (Krishnaswami & Ranganatham, 2007). Kothari (2004) defined secondary data, on the other hand, as those data which have already been collected. In this study, researcher obtained and applied secondary data from various sources as indicated in Table 3.2
Table 3.2: Secondary Data and Sources
Data	Source
Number of employees in the Procurement Management Unit	Employees’ Roster, 2014
The required number of NM-AIST Procurement Management Unit personnel	PPRA Audit Report, 2012
Amount allocated for procurement contract risk management	Institutional Budget, FY 2013/2014
Number of months delayed in execution of consultancy contracts	Contract Register, 2014
Agreed number of security guards to be deployed per day	Contract for security services, 2014
Actual number of security guards attending per day	Guards’ attendance register, 2014
Number of months in which payment to suppliers was delayed	Procurement Payment File
Quality of goods and services delivered	Contracts Performance Evaluation Reports, 2014
	

3.5 	Data Collection Techniques
3.5.1 	Interview
In this study the researcher conducted unstructured interview where ten (10) data were collected from individuals through face to face interaction with the top management staff and heads of user departments and at study area (Appendix 2). This instrument is time consuming as noted by Kothari (2004). However, this instrument facilitated researcher in exploring more data regarding procurement contract risks from respondents by demanding clarification on responses provided. 

3.5.2	Questionnaire
Questionnaires were distributed to respondents as per Table 4. Open – ended and closed - ended questions were used by researcher in order to get the views of respondents. Forty one (41) questionnaires were distributed to forty one respondents whereby only forty (40) were properly filled and returned (Table 3) while one (1) questionnaire was not returned because the respondent concerned was on his annual leave. 

3.5. 3	Document Review
Documentary review method enabled the researcher to obtain data through documents such as procurement payment files, Internal Audit Reports, Controller Auditor General Reports and Contracts Performance Evaluation Reports.

3. 6	Data Processing, Analysis and Presentation
The data collected by the use of questionnaires, interview, and documentation were edited, grouped into themes and thereafter were presented in the frequency and percentage tables. The manipulation and calculation of frequencies and percentages was done by the use Microsoft Excel Computer Program, 2010. Also, the interviewees’ quotes recorded in the field were presented in chapter four of this study.
3.7	Validity and Reliability of Research 






























4.0 FINDINGS AND DISCUSSIONS

4.1 Findings and Discussions
The study targeted 41 employees from 17 Departments of the Nelson Mandela African Institute of Science and Technology. The researcher distributed 41 questionnaires whereby 40 of them were filled in accordingly and returned while 1 questionnaire was not returned because the respondent concerned was on his annual leave (Appendix 1).
Table 4.1: Rate of Questionnaires’ Response













School of Life Sciences	3	3	100
School of Water Engineering	3	3	100




Table 4.1 indicates a response of 97.9%. This commendable response rate was attributed to the data collection procedure, where the researcher personally administered questionnaires and waited for respondents to fill in, and picked the questionnaires once fully filled. The response rate demonstrates a willingness of respondents to participate in the study. One top management personnel who didn’t return the questionnaire was met at the interview.

4.1 Existing Procurement Contract Risks at NM-AIST
The study sought to determine the existing procurement contract risks at NM-AIST. Question number 5 of the questionnaire (Appendix 1) required the respondents to indicate the procurement risks existing at NM-AIST from the given list; and in question number 6 (Appendix 1), they were asked to mention other risks from their own knowledge. Table 4.1 indicates the rate of response.
Table 4.2: Response on the Existing Procurement Contract Risks at NM-AIST 
Risk	Frequency (N=40)	Percentage
Delivery of wrong specification goods and services	13	34
Late completion of contracts awarded from the agreed time of execution	16	39
Unexpected cost increase for contracts awarded at agreed cost	11	27
TOTAL	40	100
Source: Questionnaire, Appendix 3.

Table 4 indicates that, 34% of the respondents indicated that delivery of wrong specification goods and services is a risk associated with procurement contracts. Late completion of projects and unexpected cost increases gathered 39% and 27% respectively. To confirm the above respondents’ opinions, the researcher reviewed the Internal Audit Report for the financial years 2012/13 and 2013/14 and the reports indicated delivery of goods which do not conform to users’ specification has caused a loss of Tshs. 25,000,000 (twenty five million) and Tshs. 17,860,000 (seventeen million eight hundred sixty thousand) respectively to the Institution. For instance, the hand driers with a value of Tshs. 22,000,000 were procured and installed on 2/6/2012 but were not functioning by March, 2014 while the supplier had not given a warranty (Internal Audit Report, 2013/14). The goods to be procured must conform to the specifications required by the users and should be inspected by the user at the time of delivery (Internal Audit Report, 2013/14).  The Procurement Contracts Register (2014) indicated completion delays of 4-6 months for the consultancy contracts awarded. Table 5 indicates planned completion dates, actual completion dates and variation.

Table 4.3: Contracts with Planned Completion Dates, Actual Completion Dates and Variation






Source:  NM – AIST Procurement Contracts Register, 2014

These projects (contracts) were financed by the World Bank (WB), African Capacity Building Foundation (ACBF), and partly by the Government of Tanzania. The World Bank is funding Topographical Survey project by 100% while African Capacity Building Foundation is funding both Strategic Plan and Business Plan projects at 80% while the remaining 20% is funded by the Government of Tanzania (Procurement Management Unit, NM – AIST). According to the minutes of the meeting held on 3rd November, 2013, between the WB and NM-AIST officials, it was argued that the delays in executing these financed procurement contracts will lead to danger of donors’ withdrawal from sponsoring them since it is conditional to complete the contracts awarded within the time frame. Apart from contracts execution delays, there is cost increase evidenced from the meetings held to expedite the continuity of contracts. During signing of the contracts it was agreed that only two meetings would be held from start to end of each contract for presentation of two reports i.e. inception and final reports. However, for strategic plan and topographical survey contracts, four (4) meetings were held respectively while for business plan, three (3) meetings were held (Procurement Contracts Register, 2013). Data from accounts indicates that each meeting cost six million (Tshs. 6,000,000) i.e. allowances for members, breakfast and lunch. Although six meetings were agreed to be held in total, at the end of all contracts eleven meetings were held (that means five meetings exceeded) and this implies a cost increase of thirty million (30,000,000). These costs are being borne by the projects’ sponsors (Accounts Department, NM – AIST).    

Anderson & A.Terp ( 2006) pointed out that the main risks in public procurement include failure to deliver the project on time, and on budget and meeting the required quality. It is also confirmed by Miller ( 2013) that there are clear financial cost increases or additional costs associated with non-delivery such as cost of non-completion, cost of overruns and cost of non-provision or poor provision of the public service. When the respondents asked to mention other procurement risks at NM-AIST from their own knowledge (Question 6, App. 1), the risk of payment being made for services which are not delivered was mentioned by 80% of the respondents. During the interview, the researcher asked for clarification of this risk (Question 6, App. 2), and the answer was that, the contract for provision of security services indicated deployment of 34 security guards per day. However, only 17 security guards were deployed per day while payment was being made as per number indicated in the contract. For instance one respondent said that: 

“the Government money is being misused for the case of security services because payment is being made to security guards who are not attending the job. If you want to confirm lets go to count now whether the number tally with the one indicated in the contract”.  


To supplement the respondents’ views, the researcher reviewed the Contract for Provision of Security Services and found that it was agreed that 34 security guards would be deployed per day and the stations with number of guards were also indicated. Though this was a requirement of the contract, the Contract Performance Evaluation Reports, 2014 indicated that only 17 guards were attending the job while the Service Provider was submitting an invoice for 34 guards. This Contract Performance Evaluation Report argued that, bringing 17 guards instead of 34 guards caused a loophole for unauthorised personnel to access and steal Institution’s properties. For instance, the report indicated 4 (four) flat screens each cost Tshs. 3,000,000 which were installed in open spaces at the Institution were stolen in August, 2014 and therefore caused a loss of 12,000,000. The Internal Audit Report, 2014 indicated that the Institution paid Tshs. 48,000,000 against the Service Provider’s invoice and contract for security guards who were not attending the job. Further, (Question 1, App. 2) asked the interviewees whether NM-AIST experiences poor response of suppliers and late delivery for the goods ordered from suppliers and the answer was “YES” for all 20 interviewees. One of the respondents (from Procurement Management Unit) argued that:
“late delivery is a serious problem here, for instance we have placed an order for stationeries and office consumables since last month but not yet delivered because there are pending payments for the last delivered order”.

The researcher reviewed the Procurement Payment files and found that Tshs. 212,000,000 was pending for payment to suppliers who supplied goods to the Institution since June, 2013 to April 2014. The Purchase Orders which were sent to suppliers of stationeries since January, 2014 were not delivered by April, 2014 and when the researcher asked for the reason from Procurement Management Unit, the reason mentioned was due delayed payment to suppliers. One staff from Procurement Management Unit argued that late payment made suppliers and service providers to lose goodwill to the Institution. These arguments are supported by Kiage ( 2013) who argued that the risk of making payment for undelivered goods and services is largely a result of lack of proper internal controls in management of procurement contracts; and late payment discourages suppliers and the institution loses its goodwill to them.
4.2 	Factors Causing Procurement Contract Risks at NM-AIST
The study intended to identify the factors leading to procurement contract risks at NM-AIST. To accomplish this task, Question number 7 in the questionnaire (App. 1) required the respondents to indicate from the given list the factors which are causing the procurement risks. The factors which the researcher measured are: resources allocated for risk management; lack of integrity in procurement proceedings; absence of contract management team; and lack of close monitoring of procurement risks and non- involvement of the users in the procurement process. Table 6 indicates the responses.
Factor	Frequency (N=40)	Percentage
Low amount of fund allocated for risk management	18	45
Lack of day to day  monitoring of procurement risks	9	23
Non- involvement of the users in the procurement process	13	32
TOTAL	40	100
Table 4.4: Responses on the Factors Causing Procurement Contract Risks 
	
Source: Questionnaire, Appendix 1

From Table 6, research findings indicate that 20% of the respondents agree that low amount of fund is allocated to procurement risk management, 22% indicated that there was no day to day monitoring of the procurement risks, and 17% agreed that the end users were not involved in procurement processes leading to delivery of the goods which do not meet the required specifications.

The researcher reviewed the Public Procurement Regulatory Authority Audit Report, 2012 and the report advised that the Institution should have a budget of Tshs. 50,000,000 per year according to its volume of procurement which is above 5 bilion. This is when the Auditor observed that the Institution had not budgeted for procurement contract risk management for the financial years 2011/12 and 2012/13. Though the report advised that, the NM-AIST procurement contract risk management budget for the financial years 2013/14 and 2014/15 indicated an ammount of Tshs. 1,000,000 respectively. The researcher further seeked clarification from the top management, and the answer was that next financial year (2015/16) the Institution will comply with the audit requirement i.e to uplift the budget to Tshs. 50,000,000.  
Researcher further reviewed the Controller and Auditor General (CAG) Audit Report, 2014. This report indicated procurement of laboratory gases with a value of Tshs. 15,000,000 which was not 99. 99 % purity as required by the users and therefore useless. The supplier was from Nairobi, Kenya and refused to take back the gases because he supplied as ordered by the Institution. This CAG report argued that the Institution has incurred this loss because the laboratory technicians were not involved in preparing specifications for the gases.

In Question 8 of the questionnaire, Appendix 1 the respondents were asked to mention other factors causing procurement contract risks from their own knowledge. Two main factors were mentioned i.e. 85.5% argued that “delays in payment to suppliers affected greatly their performance. The second factor which was mentioned by 55% is “lack of proper controls in management of contracts and that the users are left alone to manage and monitor the projects”. These arguments were supported by Kiage ( 2013) who pointed out that, delays in payment to suppliers and service providers negatively affect their service delivery, because they expect immediate payment after delivery of the goods.  Question No.4 of the interview asked whether the goods delivered are as per users’ specifications, and 15 out of 20 respondents answered “No”. One respondent from user department said that: “I don’t know why these people of PMU do not want to involve us in the procurement process because several times they use to procure goods with wrong specification. Last week they have bought laboratory gases of wrong purity”. The respondents insisted that the Procurement Management Unit must involve them in the procurement process in order that the goods to be bought meet the required specification. 
4.3 Challenges Faced by NM-AIST in Managing Procurement Contract Risks
The purpose of the study was to identify the challenges or obstacles which the Institution is facing in managing the procurement risks. The respondents were asked to indicate from the given list the challenges being faced in managing the risks. The possible listed challenges in the questionnaire (Question 9, Appendix 1) were: lack of risk management policy, few training forums in risk management (only one member in the contract performance evaluation team who attended a risk management workshop in 2012); lack of top management support; inadequate knowledgeable people in risk management (i.e. the members appointed for carrying out contract performance evaluation, do not possess risk management skills as staff in the Procurement Management Unit are not part of the contract performance evaluation team). The responses for this question is shown in Table 4.4.

Table 4.5: Responses on the Challenges Faced by NM-AIST in Managing Procurement  Risks
Challenge	Frequency(N=40)	Percentage
Lack of training forums in Procurement Contract Risk Management	22	55
Inadequate knowledgeable people in Procurement Contract Risk Management	11	27
Lack of top management support	7	18
TOTAL	40	100
Source: Questionnaire, Appendix 1

From Table 4.4, Lack of training forums in risk management was mentioned by 55%. To confirm the respondents’ opinions, the researcher reviewed Training and Development Programs for the financial years 2013/14 and 2014/15 from the Human Resources Management Department which indicated a number of twenty (20) and twenty six (26) only academic staff for both financial years respectively were planned to attend training in the fields of Life Science and Bioengineering, Water Engineering and Sustainable Energy, and Computational Mathematics. The programs did not involve training in procurement contract risk management. During interview, one officer from Human Resources Management Department argued that there was no fund allocated to send personnel for procurement contract risk management.

 Inadequate knowledgeable people and lack of top management support scored 11% and 7% respectively. In the interview (question 8, App. 2), the interviewees were asked whether they have ever attended a risk management training (for those who are involved in contract performance evaluation) and the answer was  “No” for all 20 interviewees. One interviewee argued that: “here in our institute we don’t have a budget for procurement contract risk management training”. Another one said: “we had sent requests for training in procurement contract risk management training but the management has never responded to our requests”. 

To prove the knowledge of personnel responsible in procurement contracts’ risk management, the researcher reviewed their curriculum vitae from the Human Resources Management Office and found that they had no background in procurement contract risk management. Their education backgrounds were from different fields such as: food and nutrition science, water engineering, civil engineering, mechanical engineering, and community development. The Institution had only three procurement professionals who were not part of procurement contract performance evaluation committees. For the case of top management support, the respondents’ opinions are in line with the top management officer who argued that it is true that the management is not giving full support to procurement contract risk management, though the top management will comply with the PPRA Audit, 2013 recommendations of giving attention to procurement contract risk management. He further argued that next financial year 2015/16, a budget of fifty (50) milion will be set for procurement contract risk management. The Training and Development file indicated minutes from top management directing the Human Resources Management Department to include procurement contract risk management in its training program for 2015/16 financial year.

The researcher asked from the Procurement Management Unit whether the Institution has the Procurement Risk Management Policy and the answer was no.  In reviewing minutes of the NM-AIST Council held on 17th October, 2014, it directed the Management to prepare a Risk Management Policy and make sure it is presented to the next Council meeting. The researcher enquired the progress from the office of the Deputy Vice Chancellor – Planning, Finance and Administration on 15th May, 2015 and the answer was that the policy is being prepared and will be implemented by next financial year 2015 /16.  This was clearly demonstrated by Wanjiru (2013) lack of proper policies, lack of support by the top management, and few training forums are noticeable challenges in risk management. Also Edwards (1995) supports the findings by citing that poor communication among departments is the barrier to effective risk management.  Young & Jordan ( 2008, p.133) further concur with the findings that “the essence of top management support is related to effective decision-making to manage risk and to authorize business process change”. Successful mitigation or bearing of risk is contingent upon commitment and support from top management.  

4.4 Management Strategies to be Established in Order to Manage Procurement        Contract Risks
The aim of this question was to collect the recommendations from respondents on how well the NM-AIST can manage the procurement contract risks. Question 11 in Appendix 1, required the respondents to indicate the strategy to be employed from a given list. The strategies tested were: Establishment of the risk management policy, Provision of training forums in procurement risk management, formation of buyer-supplier relationship, and provision of good working relationship and communication among the institutional units. Table 8 indicates the results.

Table 4.6: Response on Management Strategies to be Established for Effective Management of Procurement Contracts
Strategy	Frequency(N=40)	Percentage
Establishment of a risk management policy	11	28
Provision of training forums in procurement risk management	12	30
Formation of buyer - supplier relationship	7	17
Provision of good working relationship and communication among the institutional units	10	25
TOTAL	40	100
Source: Questionnaire, appendix 1

Table 8 shows distinct recommendations geared to improve the process of managing procurement contract risks. Provision of training forums is given priority by being given 30%. The researcher reviewed the NM-AIST Training and Development Program for two financial years i.e. 2013/14 and 2014/15, and the program did not include training in procurement contract risk management. However, the researcher advised the management to give priority to this area and agreed to include in its training program procurement contract risk management training in the next financial year 2015/16. The top management pledged to comply to the requirement of PPRA of setting a budget of fifty milion per annum. Establishment of a risk management policy; and provision of good working relationship and communication among the institutional units scored 25% and 28% respectively. The Controller and Auditor General (CAG) Audit Report, 2014 queried for why the NM-AIST does not have a procurement contract management risk policy. The Institution’s council through its meeting held on 17th October, 2014 which directed the Management to prepare a Risk Management Policy and submit to the next Council meeting to be in April, 2015. However, to 15th May, 2015 the the policy was not yet prepared  but the management promised to be ready for implementation in next financial year 2015/16. 

Formation of buyer – supplier scored 17%. In reviewing Procurement Payment file, the researcher found payment request for goods which were not delivered already. The procedure is that payment to be done after delivery and inspection of the goods. The reason indicated in the request for payment is that, the suppliers refused to deliver until payment is done because they are afraid of late payment. The researcher advised the NM-AIST management to form long-term relationship agreements among its suppliers and trust each other in the business. The researcher further advised for the management to pay the suppliers soon after delivery and inspection of the goods as per Institution’s procurement manual.  The findings are supported by Kerenge ( 2007) by arguing that “organizations need a risk management policy to decide how to react when faced with a crisis or how to act in the future in order to prevent the situation from happening again. Symons  (1995) supports that “the endless brief, but vital if risk management is to be brought to the organization” i.e. a risk manager should set up training sessions through the directorate manager for members of staff and through the risk management team of consultants. Wanjiru ( 2013) also agrees to the findings that buyer-supplier requires trust, considering that the customer typically purchases a service before experiencing it. After the first experience with the service, trust and loyalty can be developed through the relationship between the parts. They further contend that communication effectiveness constitute key procurement and supply chain risks. In Question 12 App. 1 and Question 9 App. 2, the respondents were asked to give their opinions regarding the management strategies to be established so as to reduce the procurement contract risks and the following strategies were highlighted: first was involvement of the users in the procurement process; and second was the management should include in its budget the resources for risk management. The first was mentioned by 72.5% and the latter mentioned by 65%. The researcher enquired the respondents on how the users be involved in the procurement process and how can this reduce risks (Question 10 of the interview, App. 2). 























5.0 CONCLUSIONS AND RECOMMENDATIONS

5.1 	Conclusions
The study concludes that the procurement contract risks which exist at the Nelson Mandela African Institute of Science and Technology include delivery of goods and services which do not conform to specification which led to a loss of Tshs. 25,000,000.00 and Tshs. 17,000,000.00 for financial years 2012/13 and 2013/14 respectively; Late completion of contracts awarded to suppliers and service providers is another risk evidenced whereby a delay of 4 to 6 months from the completion date was encountered; the risk of cost increase from agreed contract cost was found whereby a loss of Tshs. 30,000,000.00 was incurred. 

Other procurement contract risks identified at the Nelson Mandela African Institution of Science and Technology are risk of payment being made for services which were not delivered, whereby the Institution had lost Tshs. 48,000,000.00 for the financial year 2013/14 for security services; and risk of poor response of suppliers and late delivery for the goods ordered due to late payment of previous delivered goods. Late payment which accumulated a credit of 212,000,000.00 has led to a loss of goodwill by suppliers to the Institution. The study further identified the factors causing procurement contract risks at the Nelson Mandela African Institute of Science and Technology, and these are: low amount of fund allocated for risk management (only one million Tanzanian Shillings allocated for the financial year 2013/14 and 2014/15 respectively) which is against Tshs. 50,000,000.00 as advised by the Public Procurement Regulatory Authority. Lack of users’ involvement in procurement process is another factor causing procurement contract risk in which the Institution incurred a loss of Tshs. 15,000,000.00 for the laboratory gas procured which did not conform to the 99.99% purity required.  The findings show the challenges faced in managing the procurement contract risks at the Nelson Mandela African Institute of Science and Technology and these include lack of risk management policy; lack of training forums in risk management whereby the Institution is facing procurement contract risks but has never conducted or sent staff for training in the field; lack of enough knowledgeable people in risk management i.e. the members appointed for carrying out contract performance evaluation do not possess risk management skills as procurement staff are not members of the evaluation team; and lack of top management commitment and support in risk management which was mentioned by 17% of the respondents.

5.2 	Recommendations
In light of the above findings, the study recommends the following in order that the Nelson Mandela African Institute of Science and Technology improves in managing the procurement contract risks:- 

i)	Procurement of Goods and Services that Conform to Specifications
The Procurement Management Unit must ensure that it involve the users in the procurement process i.e. in specifying the items and inspecting during delivery to avoid deviation from the required specification.

ii)	Completion of Contracts Within Agreed Time Frame
Contract Management Teams must make sure that contracts are executed and completed within the time frame agreed in the contract. The team shall expedite the execution of contracts to make sure there are no unnecessary delays in the process. The contracts to include a clause that indicate liquidated damages to be imposed to a supplier or contractor who delays the contract completion. 

iii)	Payment to be Made Against Services Rendered
The findings indicated that for security services, the payment is being made against the number of security guards indicated in the contract but not the actual number attending the job. The Contract Performance Evaluation Team must ensure that the Security Service Provider submits an invoice with the actual number of security guards attended that job. The team should inform the management about the deviations of the Service Provider from the contractual terms i.e. deploying few numbers of security guards which is 17 instead of the agreed number which is 34. 

iv)	Payment to be Made Immediately after Delivery of Goods and Services
In order to regain goodwill and quick response from suppliers and service providers, the Institution is advised to arrange for payment as soon as the goods or services are delivered. The findings indicated late delivery of goods to the Institution due to disappointment for late payment of previous delivered goods and services.

v)	Allocation of Funds for Procurement Contract Risk Management as Advised by PPRA
The Public Procurement Regulatory Authority recommended that due to volume of the NM-AST procurement which s above 5 billion per year; it is advised that the Institution has to allocate Tshs. 5 million per year for procurement contract risk management.

vi)	Establishment of Risk Management Policy
A policy in risk management is important because it lays down the procedures of managing risks. The researcher agrees with 28% of the respondents who recommended for establishment of the risk management policy at NM-AIST. The risk management policy will help the Institution to decide how to react when faced with a crisis or how to prevent the situation from the crisis. This risk management policy shall have a specific part for procurement risk management.  

vii)	Provision of Training Forums in Procurement Contract Risks Management
The researcher agrees with 30% (Table 8) of the respondents who recommended for provision of training forums among the risk management teams. The training shall equip the risk management team with knowledge and skills necessary required to solve the problems proactively. 

viii)	Formation of Buyer-Supplier Relationship
The researcher agrees with 17% (Table 8) of the respondents who strongly recommended for the formation of buyer-supplier relationship at NM-AIST. This entails long relationship between the Institution and the suppliers / service providers. It will help building trust and good working relationships between both parties which will ultimately lead to better performance in execution of procurement contracts. 

ix)	Top Management Support
Smooth management of the procurement contract risks requires close top management support. The top management has a significant influence in budget allocation and organizing training and development forums for the risk management teams. In table 6, 62% of the respondents claimed that the procurement contract risks exist at NM-AIST due to lack of top management support. 

5.3	Recommendation for Further Research
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Appendix 1: Questionnaire 

Dear respondent,
My name is Japhet Laizer, a student in Master of Business Administration in Transport and Logistics Management at the Open University of Tanzania. I am interested in conducting a research on Management of Procurement Contracts risks at the Nelson Mandela African Institute of Science and Technology as part of my study in fulfilment of the requirement for the award of the degree.

Therefore I ask you to kindly answer the questions asked below. Indeed your response to the questions will make this study success. Your information will be treated as confidential and will only be used for academic purposes.
 Thank you very much for your co-operation.

1.	In which department / school do you work?






3.	How many years of experience have you worked with risk management?
4.	Have you identified procurement contract risks at the Nelson Mandela African Institute of Science and Technology? Please put  √ in a respective box:
YES [   ]			                            NO   [   ]

5.	If the answer is YES in number 4 above, then which are the existing procurement contract risks at the Nelson Mandela African Institute of Science and Technology? Please put  √ in the respective box where you see the existing risk in the list below (You may choose more than one answer) :
i.	The risk of delivering poor quality goods, services and sub standard works        [     ]
ii.	The risk of late execution of the contracts awarded to various contractors  	      [     ]
iii.	The risk of cost increase for the contracts awarded	     [     ]




7.	What do you think are the factors causing procurement contract risks at the Nelson Mandela African Institute of Science and Technology? Please put  √ in the respective box where you see the factor causing the risk in the list below (You may choose more than one answer):
i.	Low amount of fund allocated to risk management		       [     
ii.	No contract performance evaluation team in place		      [     ]
iii.	No close monitoring of the procurement contracts performance [     ]
iv.	Less involvement of user departments in procurement processes which leads to delivery of non-satisfactory goods and services	     [    ]	       




9.	What challenges are faced by the NM-AIST in managing the procurement contract risks? Please put √ in the respective box where you see as a challenge in the list below(You may choose more than one answer) :
i.	There is no risk management policy at NM-AIST		          [    ]

ii.	Few training forums in risk management			                      [    ]
iii.	N adequate knowledgeable people in risk management		          [    ]
iv.	Lack of top management support in procurement contracts                        management 							          [    ]




12.	What management strategies should be established in order to manage procurement contract risks effectively? Please put √ in the respective box where you see as a strategy to be established (You may choose more than one answer) :
i.	The management should establish a risk management policy	          [    ]
ii.	Provision of training forums in procurement contract risk                     management 							          [    ]
iii.	Formation of buyer – supplier relationship			          [    ]
iv.	Provision of good working relationship and communication                          among the institutional units				                      [    ]
	











Appendix II: Interview Guide Questions  

1.	 Does NM-AIST experience late delivery of the goods ordered from various suppliers?

2.	Are the end users being satisfied by the quality of goods and services delivered?

3.	Do you think there are any additional costs for contracts executed at NM-AIST?

4.	Do the goods, services and works procured meet the user’s specifications?

5.	Is there a risk management committee at NM-AIST?
6.	
7.	What are the risks associated with procurement contracts at NM-AIST?

8.	Does NM-AIST have a risk management policy?

9.	Have you ever attended risk management training?

10.	What management strategies do you think NM-AIST can implement in order to improve procurement risk management?








Abandon the Project  

Development of Project Specification
 and base (target) plan

Initial risk analysis:





Additional risk analysis 

Project management using the base plan, contingency plan, 





Identify issues, setting the context

Assess key risk areas 









Select a strategy 

Implement the strategy 

Monitor and Evaluate and Adjust 











Commitment and support from the top management 
	Effective decision making 
	Close follow up of the risk management process 
	Provide a room for training on risk management 





	Communicating the risk identified 
	Clarification of the risk
	Analyzing the risks 
	Evaluate the risk 
	Treat the risk 




	Providing relevant skills in procurement contract management 
	Increase expertise and knowledge 


Buyer – Supplier Relationship 
	Cooperation among both parties 
	Mitigating the risks jointly 


Risk Management Policy 
	Outlining the procedures of managing the risks 

Value for 
Money Procurement






